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REPORT OF THE BOARD

FINDINGS AND ORDER

1. Hsarincr Date and Place: This matter came on for final hearing
before the Vikginia Qas and Oil Board (hereafter "Board" ) at 9:00 a.m; on
December 18, 2001, Southwest Virginia Higher Education Center, Campus of
Virginia Highlands Comunity College, Abingdon, Virginia.

2. ,ADDearances: Mark Swartz, Esquire, of Swartz & Stump, L.C.,
appeared for the Applicant and the Unit Operator. Sandra Riggs, Assistant
Attorney Geheral, was present to advise the Board.
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(1) exercised due diligence in conducting a seazch of the
ll.labia sources to determine the identity and whereabouts of gas

coal owners, mineral owners and/or potential owners, i.e.,
fied by Applicant as having ("Owner" ) or claiming ("Claimant" )
Coalbed Methane Gas in all coal seams below the Tiller Seam,

Upper Seaboard, Greasy Creek, Middle Seaboard, Lower Seaboard,
Middle Horsepen, Waz Creek, Lower Horseyen, Pocahontas No. 9,
8, Pocahontas No. 7, Pocahontas Mo. 6, Pocahontas No. 5,

4, Pocahontas No. 3, Pocahomtas No. 2 and various unnamed coal
s and rock strata associated therewith (hereafter "Subject

Formation" ) in Subject Drillzng Unit underlying and comprised of Subject
Lands; (2) represented it has given notice to those parties (hereafter
sometimes "person(s)" whether referring to individuals, corporations,

3. Jurisdiction and Notice: Pursuant to Va. Code SS 45.1-361.1 et
~se ., ths Bpard finds that it has jurisdiction over the subject matter. Based
upon the etridsnce presented by Applicant, the Board also finds that the



partnerships, associations, companies, businesses, trusts, joint ventures or
other legal entities) entitled by va. code 5$ 45.1-361.19 and 45.1-361.22, to
notice of,tha Application filed herein; and (3) that the persons set forth in
Exhibit E-3 hereto are persons identified by Applicant through its due
diligence 'whb may be Owners or Claimants of Coalbed Methane Qas interests in
Subject %lors)ation, in Subject Drilling Unit underlying and coa%>rised of
Subject Lan4)s, who have not heretofore agreed to lease or sell to the
Applicant aBd/or voluntarily pool their Gas interests. Conflicting Gas
owners/cia)iss)nts in subject Drilling Unit are listed on Exhibit E. Purther,
the Board:ha6 caused notice of this hearing to be published as required by Va.
Code Ann. 5 45.1-361.19.B. Whereupon, the Board hereby finds that the notices
given her)in satisfy all statutory requirements, Board rule requirements and
the minimu)s Standards of state due process.

4. Amendments: None.

5. Dismissals: None.

6. Relief Requested: Applicant requests (1) that pursuant to Va. Code
45.1-361,.22, including the applicable portions of Va. Code 5 45.1-361.21,

the Board ',pocl all the rights, interests and estates in and to the Gas in
Subject Drilling Unit, including the pooling of the interests of the
Applicant, the Unit Operator, and of the known and unknown persons named in
Exhibit B-3 Qreto and that of their known and unknown heirs, executors,
administrakorg, devisees, trustees, assigns and successors, both immediate and

the drilling and operation, including production, of Coalbed
produced from or allocated to the Subject Drilling Unit

fpr the Subject Pormation underlying and comprised of the Subject
fter sometimes collectively identified and referred to as "well
d/or operation in the Subject Drilling Unit" ), and (2) that the

fe Consol Energy Inc. as Unit Operator.
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7. Relief Granted: The Applicant's requested relief in this cause be
and hereby'E granted: (1) Pursuant to Va. Code 5 45.1-361.21.C.3, Consol
Energy Inc., (herein "operator4 or "Unit operator") is .designated as the Unit
Operator agt+rised to drill and operate Coalbed Methane Gas well(s) in the
Subject Drill~~ Unit at the location depicted on the plat attached hereto as
Exhibit A, 'ubject to the permit provisions contained in Va. Code 5 45.1-
361.27 et ~,; to the O~ Coalbed Methane Qas Pield I Order OGCB 3-90,
dated May ~8, 1990, as amended; to 5 4 VAC 25-150 et ~se ., Qas and Oil
Regulationsr, and to 55 4 YAc 25-160 et sag., virginia Qas and oil Board
Regulations, alii as ameddad from time to time, and (2) all the interests and
estates in and to the Gas in Subject Drilling Unit, including that of the
Applicant, the Unit Operator, and of the known and unknown persons listed on
Bxhibit B-3', attached hereto and made a part hereof, and their known and
unknown he/rs, executors, administrators, devisees, trustees, assigns and
successors,~both immediate and remote, be and hereby are pooled in the Subject
Pormation id the subject Drilling Unit underlying and comprised of the subject+
Lands.



Subject
Pormation Unit Size

Permitted
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Pield and
Well Classification

Order
Number

Apyroxima-
fely 80-
Acre
4rilling
unit

All coal-
beds and
coal seams
below the
Tiller
Seam, in-
cluding,
but not
limited to
Upper Sea-
board, Gre)lsy
Creek, Nid(ii*
Seaboard, r
Seaboard, '

Horsepen, piddle
Borssyen, War
Creek, Low((r
Horssyen, pockhon-
tas Nos. 9l 8, 7,
6, 5, 4, 3„ 2 and
various umIawkd
seams and Sssociated
rock strat4

Well CBN-G28
(herein "Well" )
proposed to be
located in Unit
Q-28 at the
location de-
picted on the
plat attached
hereto as Ex-
hibit A to be
drilled to an
approximate
depth of
1,660 feet.

Oakwood Coalbed
Qas Pield I
for Coalbed Nethane
Qas Produced in
advance of mining
including Qas
from an Addition-
al Walls Authorized
Puz'suant to Va.
Code 5 45.1-361.20

OGCB-
3-90 as
amend-
ed,
(herein
"Oakwood
I Field
Rules" )

For the Subject Drilling Unit
underlying and comprised of the Subject

Land referred to as:

Unit Number G-28
Buchanan County, Virginia

Pursu'mnt to the Oakwood I Pield Rules, the Board has adopted the
following method for the calculation of production and revenue and allocation
of allowable Goats for the production of ccalbed Nethane Gas.

Por Plrao Well Qas. - Qas shall be produced from and allocated to only
the 0-gore drilling unit in which the Wells are located according to
the ivided interests of each Owner/Claimant within the unit, which
undiv dsd interest shall be the ratio (exyressed as a percentage) that
the a t of mineral acreage within each seyarate tract that is within
the ject Drilling Unit, when platted on the surface, hears to the
total~miheral acreage, when platted on the surface, contained within the
entir8 80-acre drilling unit in the manner set forth in the Oakwood I
PieldlRules.
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lection and Blection Period: In the event any Owner or Claimant
bit B-3 hereto does not reach a voluntary agreement to share in

bf the well located in the Subject Drilling Unit, at a rate of
1 y agreed to by said Gas Owner or claimant and the Apylicant or

tor, then such person named may elect cne of the oytions set
zs(s)'aph 9 below and must give written notice of his election of the

ed under Paragraph 9 to the designated Unit Operator at the
below within thirty (30) days from the date this Order is

s county above named. A timely election shall be deemed to have



been made if, on or before the last day of said 30-day period, such electing
person ha4 delivered his written election to the designated Unit Operator at
the address shown below or has duly postmarked and placed its written election
in first class United States mail, postage prepaid, addressed to the Unit
Operator 4)t the address shown below.

9. Election options:

9.1 Ontion 1 - To Particinate In The Develocment and Oneration of the
Drillinc Unit: Any Gas Owner or Claimant named in Exhibit B-3 who

s not reach a voluntary agreement with the Applicant or the Unit
rator may elect to participate in the development and operation of

t e Subject Drilling Unit (hereafter "Participating Operator" ) by
a(fusing to pay the estimate of such Participating Operator's
pkc5(ortionate part of the actual and reasonable costs of the

lopment contemplated by this Order for Gas produced pursuant to
t e Oakwood I Field Rules, including a reasonable supervision fee, of
the well development and operation in the Subject Drilling Unit, as
mbre particularly set forth in Virginia Gas and Oil Board Regulation
4 VAC 25-160-100 (herein "Completed-for-Production Costs" ). Further,
a participating Operator agrees to pay the estimate of such
Pgrtllcipating Operator's proportionate part of the Completed-for-
p oduction Cost as set forth below to the Unit Operator within forty-
f ve (45) days from the later of the date of mailing or the date of
r cotding of this Order. The Completed-for-Production Cost for the
S j4ct Drilling Unit is as follows:

Completed-for-Production Cost: $182, 961.55

A Pakticipating Operator's proportionate cost hereunder shall be the
resul't obtained by multiplying the Participating Operators'Percent of
Unit" tgmes the Completed-for-Production Cost set forth above. Provided,
however, that in the event a Participating Operator elects to
part+iilate and fails or refuses to pay the estimate of his
propolctitonate part of the Completed-for-Production Cost as set forth
above~, 4(11 within the time set forth herein and in the manner prescribed
in Patrsgraph 8 of this Order, then such Participating Operator shall be
deems(I to have elected not to participate and to have elected
compehsaltion in lieu of participation pursuant to Paragraph 9.2 herein.

9.2 Option 2 - To Receive A Cash Bonus Consideration: In lieu of
'pakticipating in the well development and operation of Subject
Drilling Unit under Paragraph 9.1 above, any Gas Owner or Claimant

,na(aed in Exhibit 8-3 hereto who does not reach a voluntary
agfmement with the Applicant or Unit Operator may elect to accept
a Cash bonus consideration of 81.00 per net mineral acre owned by
subh parson, cossaancing upon entry of this Order and continuing
annually until comsencement of production from Subject Drilling
Unit, and thereafter a royalty of 1/8th of 8/Sths [twelve and one-

f percent (12.5%)) of the net proceeds received by the Unit
rator for the sale of the Coalbed Nethane Gas produced from any

Well development and operation covered by this Order multiplied by
th8t person's Percent of Unit or proportional share of said
production [for purposes of this Order, net proceeds shall be
actual proceeds received less post-production costs incurred
doWnstream of the wellhead, including, but not limited to,
gathering, compression, treating, transportation and marketing
costs, whether performed by Unit Operator or a third person] as



fair, reasonable and equitable compensation to be paid to said Gas
Owner or Claimant. The initial cash bonus shall become due and
owing when so elected and shall be tendered, paid or escrowed
within sixty (60) days of recording of this Order. Thereafter,
annual cash bonuses, if any, shall become due and owing on each
anniversary of the date of recording of this order in the event
production from subject Drilling Unit has not theretofore
ccemmnced, and once due, shall be tendered, paid or escrowed
within sixty (60) days of said anniversary date. Once the initial
Cash bonus and the annual cash bonuses, if any, are so paid or
6scrowed, subject to a final legal determination of ownership,
Said payment(s) shall be satisfaction in full for the right,
interests, and claims of such electing person in and to the Gas
produced from Subject Pozmation in the Subject Lands, except,
however, for the I/8th royalties due hereunder.

~ject to a final legal determination of ownership, the election
made under this Paragraph 9.2, when so made, shall be satisfaction
in full for the right, interests, and claims of such electing
person in any well development and operation covered hereby and
sbch electing person shall be deemed to and hereby does lease and
assign, its right, interests, and claims in and to the Gas
ppoduced from Subject Formation in the Subject Drilling Unit to
the Applicant.

9.3. Option 3 — To Share In The Develonmemt And Operation As A Mon-
PArticinatinc Person On A Carried Basis And To Receive
Cdnsidezmtion In Lieu Of Cash: In lieu of participating in the
dhvelopment and operation of Subject Drilling Unit under Paragraph
9>1 above and in lieu of receiving a cash bonus consideration
under Paragraph 9.2 above, any Gas Owner or Claimant named in
BWhibit B-3 hereto who does not reach a voluntary agreement with
the Applicant or Unit Operator may elect to share in the well
development and operation in Subject Drilling Unit on a carried

sis (as a "Carried Well Operator') so that the proportionate
' of the Completed-for-Production Cost hereby allocable to such

ied Well Operator's interest is charged against such Carried
ill Operator's share of production from Subject Drilling Unit.

Such Cazried Well Operator's rights, interests, and claims in and
to the Gas in Subject Drilling Unit shall be deemed and hezeby are
aswigned to the Applicant until the proceeds from the sale of such
ca/ried Well Operator's share of production from Subject Drilling
Unit (exclusive of any royalty, excess or overriding royalty, or
other non-operating or non cost-bearing burden reserved in any
lapse, assignment thereof or agreement relating thereto covering
,sudh interest) equals three hundred percent (3009) for a leased
interest or two hundred percent (200%) for an unleased interest
(whichever is applicable) of such Carried Well Operator's share of
thS Completed-for-Production Cost allocable to the interest of
.suqh carried well operator. when the Applicant recoups and
recovers from such Carried Well Operator's assigned interest the~ts provided for above, then, the assigned interest of such
Carried Well Operator shall automatically revert back to such
Carried Well Operator, and from and after such reversion, such
Carried well operator shall be treated as if it had participated
initially under Paragraph 9.I shovels and thereafter, such
articipating person shall be charged with and shall pay his
roportionate part of all further costs of such well development



and operation.

Subject to a final legal determination of ownership, the election
made under this Paragraph 9.3, when so made, shall be satisfaction
in full for the rights, interests, and claims of such electing
erson in any well development and operation covez'ed hereby and
uch electing person shall be deemed to have and hereby does

!(ssign its rights, interests, and claims in and to the Gas
produced from Subject Formation in the Subject Drilling Unit to
Zlhe Applicant for the period of time during which its interest is
Parried as above provided prior to its reversion hack to such
~ilecting person.

fails to elect within the time, in the manner and in accordance
of this Order, one of the alternatives set forth in Paragraph 9

ch his interest qualifies, than such person shall be deemed to
ot to participate in the proposed well development and operation
illing Unit and shall be deemed, subject to a final legal
of ownership, to have elected to accept as satisfaction in full
son's right, interests, and claims in and to the Gas the
provided in Paragraph 9.2 above for which its interest qualifies

!deemed to have leased and/or assigned his right, interests, and
d to the Gas produced from Subject Formation in the Subject

to the Applicant. Persons who fail to properly elect shall be
St to a final legal determination of ownership, to have accepted

on and terms set forth herein at Paragraph 9.2 in satisfaction
right, interests, and claims of such person in and to the Gas

the Subject Formation underlying Subject Lands.
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10. Eailure to Proyerlv Elect: In the event a person named in Exhibit
B-3 heretd dbas not reach a voluntary agreement with the Applicant or Unit

onsideration provided in Paragraph 9.2 above for which his
fice depending on the excess burdens attached to such interest.

cash bonus consider'ation due as a result of such deemed

the Gas t+ ic
interest qu(zlii

n
If be tendered, paid or escrowe& by Unit Operator within one
ty'120) days after the last day on which such defaulting person
Or(ier should have paid his pzoportionate part of such cost or
ma a satisfactory arrangements for the payment thereof. When such
on ideration is paid or escrowed, it shall be satisfaction in full
ht', interests, and claims of such person in and to the Gas
ub)act Drilling Unit in the Subject Lands covered hereby, except,

i any royalties which would become due pursuant to Paragraph 9.2
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11. Dafault By Participating Person: In the event a person named in
Exhibit B-3, a)acts to participate under Paragraph 9.1, but fails or refuses to
pay, to se r the payment or to make an arrangement with the Unit Oyerator
for the pa t of such person's proportionate part of the Completed-for-
Production icoqt as set forth herein, all within the time and in the manner as
prescribed ~in 'this Order, then such person shall be deemed to have withdrawn
his electioh to participate and shall be deemed to have elected to accept as
satisfactiob in full for such parson's right, interest, and claims in and to

12. !Asaimnment of Interest: In the event a person named in Exhibit B-
3 is unable to! reach a voluntary agreement to share in tha operation of the
Wells contaz(ylSted by this Order at a rate of payment agreed to mutually by
said Owner qr Claimant and the Unit Operator, and such person elects or fails
to elect to .do other than participate under Paragraph 9.1 above in thew well
development and operation in Subject Drilling Unit, then subject to a final



13. Unit onerator (or operator): consol Energy Inc. be and hereby is
designate)
Subject Eo
provisional

Unit Operator authorised to drill and operate the Wall in
tion in Subject Drilling Unit, all subject to the permit
tained in Va. Code $$ 45.1-361.27 et se .; $ $ 4 VAC 25-150 et
Oil Regulations; $$ 4 VAC 25-160 at ~sa ., Virginia Qas and Oil
ona; the Oakwood Coalbsd Qas Pield I Order OGCS 3-90, all as

'time to time, and all elections required by this Order shall bs
d Ito Unit Operator in writing at ths address shown below:

aeg., Qas I

Board R~
amended fEcxa
conunicatls

legal dsc(em$ ination of ownership, such person shall be deemed to have and
shall have a(ssigned unto Applicant such parson's right, interests, and claims
in and to', sdid Wells, and other share in production to which such person may
be entitled by reason of any election or deemed election hszsunder in
accordance) wl(th the provisions of this Order governing said election.

14.
cause to c
within aev
prosecute
have so c
for any c
by this Or
by this 0
appeal is
petition f
in calcula

Consol Energy Inc.
P. O. Box 947
Blusfield, VA 24605
Phone: (540) 9$8-1016
Pax: (540) 955-1055
Attn: Leslie K. Arrington

c(xmmmcsment of onerations: Unit operator shall ccxmeence or
lnoe CPerstions for the drilling of the well within Subject Unit
mndred thirty (730) days from the date of this Order and shall

ion of same with due diligence. If Unit Operator shall not
d and/or prosecuted, then, this Order shall terminate, except

ums then payable hereunder; otherwise, unless sooner terminated
the Board at 12:00 p.m. on the date on which the well covered
permanently abandoned and plugged. However, in the event an
from this Order, then the time between the filing of the
al and the final order of the Circuit Court shall be excluded

the two-year period referred to herein.
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16. IEsdzow Provisions:

rator's I ien: Unit Operator, in addition to the other rights
ednder, shall have a lien and a right of set off on the Gas
tls, and interests owned by any person subject hereto who elects
el under Paragraph 9.1 in the Subject Drilling Unit to the extent
cturred in the drilling or operation on the Subject Drilling Unit
si against such person's interest. Such liens and right of set
sQarable as to each separate parson and shall remain liens until
rsltor drilling or operating any of the Wells has been paid the
ch)s under the terms of this Order.

Unit Operator represented to the Board that there are no
+stable claimants in Subject Drilling Unit whose payments are
Provisions of Paragraph 16.1 hereof; but, the Unit Operator has
the Board that there are conflicting claimants in Tract 4 of

unknown or
subject to t
represented Ito
Subject Drip
Paragraph 1

by the Board shall establish an interest-bearing escrow
t 4 of Subject Drilling Unit (herein "Escrow .Agent" ) and shall

t to the Board pursuant to its agreement for the escrowed

successor
account for fra)0
receive amd Scctoun
fmuis hereaf$ er'described in Paragraph 16.2

lihg Unit whose paymenta are subject to the provisions of
.2 hereof. Therefore, the Escrow Agent named herein or any



16.1

First Union National Bank
Corporate Trust PA1328
123 South Broad Street
Philadelphia, PA 19109-1199
Telephone: (215) 985-3485 or (800) 665-9359
Attention: Don Ballinghoff

Escrow Provisions For Unknown or Unlocatable Persons: If any
Payment of bonus, royalty payment or other payment due and owing
under this Order cannot be made because the person entitled
thereto cannot be located or is unknown, then such cash bonus,
oyalty payment, or other payment shall not be commingled with any
unde of the Unit Operator and, pursuant to Va. Code Ann. 5 45.1-
61.21.D, said sums shall be deposited by the Unit Operator into
he Escrow Account, commencing within one hundred twenty (120)
ys of recording of this Order, and continuing thereafter on a
nthly basis with each deposit to be made, by use of a report

ormat approved by the Inspector, by a date which is no later than
sixty (60) days after the last day of the month being reported
mnd/or for which funds are being deposited. Such funds shall be
hpld for the exclusive use of, and sole benefit of the person
ebtitled thereto until such funds can be paid to such person(s) or
until the Escrow Agent relinquishes such funds as required by law
ok pursuant to Order of the Board in accordance with va. Code 5
45.1-361.21.D.
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crow Provisions For Conf lictinc Claimants: If any payment of
royalty payment, proceeds in excess of ongoing operational

es, or other payment due and owing under this Order cannot
e because the person entitled thereto cannot be made certain
conflicting claims of ownership and/or a defect or cloud on

'tie, then such cash bonus, royalty payment, proceeds in
of ongoing operational expenses, or other payment, together

articipating Operator's Proportionate Costs paid to Operator
t to Paragraph 9.1 hereof, if any, (1) shall not be
led with any funds of the Unit Operator; and (2) shall,
t to Va. Code Ann. $5 45.1-361.22.A.2, 45.1-361.22.A.3 and

61.22.A.4, be deposited by the Unit Operator into the Escrow
t within one hundred twenty (120) days of recording of this

and continuing thereafter on a monthly basis with each
t to be made, by use of a report format approved by the
tor, by a date which is no later than sixty (60) days after
st day of the month heing reported and/or for which funds

8 subject to deposit. Such funds shall be held for the
plusive use of, and sole benefit of, the person entitled thereto
kil such funds can be paid to such person(s) or until the Escrow
nt relinquishes such funds as required by law or pursuant to
r of the Board.

17. ,S&cial Findings: The Board specifically and specially finds:

17.1. Apglicant is a Virginia general partnership composed of Consol
Enekg)) Inc, and Consolidation Coal Company. Applicant is duly
aut~fized and qualified to transact business in the Commonwealth of
Virgil(ia'



e()o)(
544m3L'orrelativerights of all persons in the subject common sources of

supply in the Subject Lande. Therefore, the Board is entering an
Clrddr granting the relief herein set forth.

18. Nailing of order And Filing of Affidavit: Applicant or its
Attorney sbmll file an affidavit with the Secretary of the Board within sixty
(60) days after the date of recording of this Order stating that a true and
correct cc(py of said Order was mailed within seven (7) days from the date of
its recei+ to each Respondent named in Bxhibit B-3 pooled by this Order and
whose address is known.

19. Alvailabilitv of Unit Records: The Director shall provide all
persons ndt Subject to a lease with reasonable access to all records for
Subject Dfil).ing Unit which are submitted by the Unit Operator to said
Director ahd/br his Inspector(s).

20. Ccnclusion: Therefore, the requested relief and all terms and
provisions set forth above be and hereby are granted and IT IS SO ORDERED.

21. 3N)peals: Appeals of this Order are governed by the provisions of
Va. Code Ann.' 45.1-361.9 which provides that any order or decision of the
Board may he Appealed to the appropriate circuit court.

22. Effective Date: This Order shall be effective on the date of its
execution.

DONE ,'AK() BXECUTED this IF day of March, 2002, by a majority of the
Virginia Gals dnd Oil Board.

Chairman, Bann~. Wampl+

DONE AK3 PERFORMED this ZZ day of March, 2002, by Order of this
Board.

B. K. Wilson
Acting Principal Executive To The Staff
Virginia Gas and Oil Board

STATE OF VIRGINIA )
COUNTY OF WjSB )

AcknoWle+ed on this ~ day of March, 2002, personally before me a
notary public jn and for the Cosanonwealth of Virginia, appeared Benny Wampler,
being duly Sworn did depose and say that he is Chairman of the Virginia Gas
and Oil Board, that he executed the same and was authorized to do so.

&Susan G. Garrett
Notary Public

My commission expires July 31, 2002

10



STATB OP VIR)2INIA )
COUNTY OP WABHINOTON )

n ~/7
Ackkowtedged on this PM day of Narch, 20o2, personally before me a

notary publib in and for the Coneeonwealth of Virginia, appeared B. R. Wilson,
being duly suborn did depose and say that he is Acting Principal Executive to
the Staff'of the Virginia Gas and Oil Board, that he executed the same and was
authorised to do so.

r7Dn&~
Uiane J.

Davisg'otaryPublic

Ny commission expires September 30, 2005
Oshr Reamend Under Code of
Virlinia Section 46.1-36L.36

11
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